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with generally accepted accounting 
principles. 

(b) Disposition efforts and documenta-
tion. A national bank shall make dili-
gent and ongoing efforts to dispose of 
each parcel of OREO, and shall main-
tain documentation adequate to reflect 
those efforts. 

§ 34.84 Future bank expansion. 

A national bank normally should use 
real estate acquired for future bank ex-
pansion within five years. After hold-
ing such real estate for one year, the 
bank shall state, by resolution of the 
board of directors or an appropriately 
authorized bank official or sub-
committee of the board, definite plans 
for its use. The resolution or other offi-
cial action must be available for in-
spection by national bank examiners. 

§ 34.85 Appraisal requirements. 

(a) General. (1) Upon transfer to 
OREO, a national bank shall substan-
tiate the parcel’s market value by ob-
taining either: 

(i) An appraisal in accordance with 
subpart C of this part; or 

(ii) An appropriate evaluation when 
the recorded investment amount is 
equal to or less than the threshold 
amount in subpart C of this part. 

(2) A national bank shall develop a 
prudent real estate collateral evalua-
tion policy that allows the bank to 
monitor the value of each parcel of 
OREO in a manner consistent with pru-
dent banking practice. 

(b) Exception. If a national bank has a 
valid appraisal or an appropriate eval-
uation obtained in connection with a 
real estate loan and in accordance with 
subpart C of this part, then the bank 
need not obtain another appraisal or 
evaluation when it acquires ownership 
of the property. 

(c) Sales of OREO. A national bank 
need not obtain a new appraisal or 
evaluation when selling OREO if the 
sale is consummated based on a valid 
appraisal or an appropriate evaluation. 

§ 34.86 Additional expenditures and 
notification. 

(a) Additional expenditures on OREO. 
For OREO that is a development or im-
provement project, a national bank 

may make advances to complete the 
project if the advances: 

(1) Are reasonably calculated to re-
duce any shortfall between the parcel’s 
market value and the bank’s recorded 
investment amount; 

(2) Are not made for the purpose of 
speculation in real estate; and 

(3) Are consistent with safe and 
sound banking practices. 

(b) Notification procedures. (1) A na-
tional bank shall notify the appro-
priate supervisory office at least 30 
days before implementing a develop-
ment or improvement plan for OREO 
when the sum of the plan’s estimated 
cost and the bank’s current recorded 
investment amount (including any un-
paid prior liens on the property) ex-
ceeds 10 percent of the bank’s capital 
and surplus. A national bank need no-
tify the OCC under this paragraph 
(b)(1) only once. A national bank need 
not notify the OCC that the bank in-
tends to re-fit an existing building for 
new tenants or to make normal repairs 
and incur maintenance costs to protect 
the value of the collateral. 

(2) The required notification must 
demonstrate that the additional ex-
penditure is consistent with the condi-
tions and limitations in paragraph (a) 
of this section. 

(3) Unless informed otherwise, the 
bank may implement the proposed plan 
on the thirty-first day (or sooner, if no-
tified by the OCC) following receipt by 
the OCC of the bank’s notification, sub-
ject to any conditions imposed by the 
OCC. 

§ 34.87 Accounting treatment. 
A national bank shall account for 

OREO, and sales of OREO, in accord-
ance with the Instructions for the prep-
aration of the Consolidated Reports of 
Condition and Income. 
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